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To the Speaker 


Section 27(1 )(a) of the Municipal Finance Management Act, No 56 of 2003 (MFI\/b^), 
requires from the mayor of a municipality to co-ordinate the processes for preparing the 
annual budget and for reviewing the municipality’s integrated development plan and 
budget-related policies to ensure that the tabled budget and any revisions of the integrated 
development plan and budget-related policies are mutually consistent and credible. 

Section 16(2) of the MFMA determines that the mayor of a municipality must table the 
annual budget at a council meeting at least 90 days before the start of a budget year. 

I herewith submit the annual budget report (medium term revenue and expenditure 
framework report) for the 2013/2018 financial years to be considered by Council. 


ADV GESIE VAN DEVENTER 
EXECUTIVE MAYOR 

22 March 2013 
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1. INTRODUCTION 

This Medium Term Revenue and Expenditure Framework (MTREF) Report for the 
2013/2014 to 2017/2018 financial years deals with the operating budget and tariff 
proposals as well as the capital budget and funding sources proposais to ensure that 
Drakenstein Municipality renders services to their focal community in a sustainable 
manner. 

The MTREF Report starts with a discussion of the legislative requirements to which the 
Municipality must adhere to, the MFMA budget circulars with directives issued by National 
Treasury, the budget related policies of Council and the budget assumptions for the next 
five financial years based on these documents and assumed economic trends. A high 
level summary of the operating and capital budgets wrili follow wltti appropriate 
recommendations. Supporting information In the form of appendices, annexures and 
tables will form part of this report. 


2. LEGISLATION 

Sections 15 to 24 of the Local Government: Municipal Finance Management Act 
(MFMA), No 56 of 2003, read together with regulations 9 to 20 of the Local 
Government: Municipal Finance Management Act, 2003 Munidpal Budget and 
Reporting Regulations (Regulations) govern the compilation and approval of municipal 
budgets. The MFMA determines - 

15. Appropriation of funds for expenditure 

A municipality may, except where othenvise provkted in this Act, incur expenditure only- 

(a) In terms of an approved budget; and 

(b) Within the limits of the amounts appropriated for the different votes in an approved 
budget. 
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16 . Annual budgets 

(1) The council of a muniapality must hr each financial year approve an annual budg^ 
for the municipality before the start of that bnandal year. 

(2) In order for a munidpality to comply with subsection (1), the mayor of the municipality 
must table the annual budget at a coundl meeting at least 90 days [1 April] before 
the start of the budget year. 

(3) Subsection (1) does not preclude the appropriaUon of money for capital expendhure 
for a period not exceeding three ffnanciai years, provided a separate appropriation is 
made for each of those financial years. 

17 . Contents of annual budgets and supporting documents 

( 1) An annual budget of a municipality must be a schedule in the prescribed fonnat - 

(a) Setting out realistically antidpated revenue for the budget year from each 
revenue source [Table 5]; 

(b) Appropriating expenditure for the budget year under the different votes of the 
municipality [Table 4]; 

(c) Setting out indicative revenue per revenue source and projected expenditure by 
vote for the two tinancial years following the budget year[A-sdbedules}: 

{d} Setting out - 

(i) Estimated revenue and expenditure by vote /br the current year fTables 3, 4 
and 5 and A-schedules]; and 

(ii) Actual revenue and expenditure by vote for ffie ffnanciai year precedh^ the 
current year ITables 3, 4 and 5 and A-schedules]; and 

(e) A statement containing any other information required by sedion 215(3) of tite 
Constitution or as may be prescribed [borrowing that will Increase debt]. 

(2) An annual budget must generally be divided into a capital and an operating budget in 
accordance with international best practice, as may be presrmbed. 

(3) When an annual budget is tabled In terms of sedkm 16(2), it must be wcompanied 
by the following documents: 

(a) Draft resolutions - 

(i) Approving the budget of the municipdity; 

(ii) imposing any municipal tax and setting any munidpal toriffs as may be 
required for the budget year, and 

(Hi) Approving any other matter that may be prescribed; 
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(b) Measurable performance objectives for revenue from each source and for each 
vote in the budget, taking into account the municipality's integrated development 
plan [A-«chedules]; 

(c) A projection of cash flow for the budget year by revenue source, broken down per 
month [A<schedules]; 

(d) Any proposed amendments to the municipality's integrated deveioprrmnt plan 
following the annual review of the integrated development plan in terms of 
section 34 of the Municipal Systems Act [dealt with in a separate report/item]; 

(e) Any proposed amendments to the budget-related policies of the munidpality 
[Appendix 3, 4, 5 and 6 attached to the report]; 

(f) Particulars of the munkiipality's investments [will be submitted with the final 
budget In May 2013]; 

(g) Any prescribed budget infonmation on munidpai entities under the sde or shared 
control afffre municipality [not applicable to Drakenstein Municipality]; 

(h) Particulars of all proposed new municipal entities which the municipaiity intends 
to establish or in which the municipality intends to partidpate [not applicable to 
Drakenstein Municipality]; 

(i) Particulars of any proposed service delivery agreements, induding material 
amendments to existing service delivery agreements [not applicable to 
Drakenstein Municipality since no service provider is rendering any 
services on behalf of the Municipality (water, electricity, sanitation, refuse 
removal, etcetera)]; 

0) Particulars of any proposed allocations or grants by the munidpality to - 

(i) Other municipalities [not applicable]; 

(ii) Any munidpal entities and other external mechanisms assisUng toe 
munidpdity in the exercise of its functions or powers [not applicable]; 

(Hi) Any other organs of state [not applicable]; 

(iv) Any organisations or bodies referred to in sedion 67(1} [not applicable]; 

(k) The proposed cost to toe munidpality for toe budget year of the sdary. 
allowances and benefits of- 

(i) Each political offkx-bearer of the munidpality [see paragraph 6.4 of 
report]; 

(ii) Coundllors of the municipality [see paragraph 6.4 of report]; and 

(Hi) The municipal manager, the chief torandal officer, each senior manager of 
the munidpality [see paragraph 6.4 of report] and any other (Miiai df toe 
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municipality having a ramunersaion package greater than or equal to that of a 
sentor manager [not applicable]; 

(l) The proposed cost for the budget year to a municipai entity under the soie or 
shared conbol of the municipality of the salary, aiiowances and benefits of [not 
applicable] - 

(i) Each member of the entity's board of directors; and 

(ii) The chief executive officer and each senior manager of the entity; and 

(m) Any other supporting documentation as may be prescribed. 

18 Funding of expenditure 

( 1) An annual budget may only be funded from - 

(a) Realistically anticipated revenues to be collected [which is the case in this 
budget]; 

(b) Cash-backed accumulated funds from previous years' surplu^s not committed 
for other purposes [which Is the case in this budget]; 

(c) Borrowed funds, but only for the capital budget referred to in ser^ion 17(2) 

[which is the case in this budget]. 

(2) Revenue projections in the budget must be realistic [which is the case in this 
budget], taking into account - 

(a) Projected revenue for the current year based on collection levels to date; and 

(b) Actual revenue collected in previous financial years. 

19. Capital projects 

(1) A municipality may spend money on a capital prcject only if— 

(a) The money for the project, excluding the cost of faa^bility studies conducted by 
or on behalf of the municipality, has been approfxiated in the capital budget 
referred to in section 17(2) [which is the case in this budget!' 

(b) The project, including the total cost, has been approved by the courx^ [purpose 
of this report]; 

(c) Section 33 has been complied with, to the extent fhsA titat section may be 
applicable to the project [contracts longer than three years that has future 
budgetary implications - which is not the case in this budget]; 

(d) The sources of funding have been considered, are avaHable and have not been 
committed for other purposes [no sources considered have been committed 
for other purposes]. 
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(2) Before approving a capital project in terms of subsecUw) (1)(b). the council of a 
municipality must consider [which is the case in this budget]- 

(a) The projected cost covering all hnancial years until Ore project is operational; and 

(b) The future operational costs and revenue on die project, including munidpai tax 
and tariff implications. 

(3) A municipal council may in terms of subsection (1)(b) approve capital projects bdow 
a prescribed value either individually or as part of consdidated capital programme 

[Reguiation 13(2)(c) determines that this wouid be for capitai projects with a 
totai projected cost per capital project below R 50 miiiion]. 

20. Matters to be prescribed 

(1) The Minister, acting with the concurrence of the Cabinet member responsible fd local 
government - 

(a) Must prescribe the form of the annual budget of municipalities: and 

(b) May prescribe - 

(i) The form of resolutions and supporting documentation relating to the annual 
budget; 

(ii) The number of years preceding and fdlowmg the budget year for vdiich 
revenue and expenditure history or projedions must be dmwn in the 
supporting documentation [Regulations]; 

(Hi) Indation projections to be used with regard to the bixiget [Appendix 1 and 
2 ]; 

(iv) Uniform norms and standards concerning the setting of munk^pd tariff, 
financial risks and other matters where a municipality uses a municipal entity 
or other external mechanism for the perfcxmance of a municipal servk^ or 
other fundion; 

(v) Uniform norms and standards corK^ming the bixlgets of munic^l errtities; 
or 

(Vi) Any other uniform norms and dandards aimed at promoting transparency 
and expenditure control. 

(2) The Minister may take appropriate steps to ensure that a murmpality in the exerdse 
of its fiscal powers in terms of sedion 229 of the Conditution does not materially and 
unreasonably prejudice - 

(a) National economic policies, particularly those on infiation, adminidered prwk^ 

and equity; 

(b) Economic adivities across municipal boundaries; and 
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(c) The natbnaf mobility of goods, services, capitsd or labour. 

21. Budget preparatiort process 

(1) The mayor of a municipality must - 

(a) Co-ordinate the processes for preparing the annual budget and for reviewing the 
munK^iity's integrated development plan and budget-related policies to ensure 
that the tabled budget and any revisions of the integrated devetopment plan and 
budget-related polioies are mutually consistent and credible [which is the case]; 

(b) At least 10 months before the start of the budget year, table in the municipal 
council a time schedule [budget process plan was approved in July 2012] 
outlining key deadlines for- 

(i) The preparation, tabling and approval of the annual budget; 

(ii) The annual review of- 

(aa) The integrated development plan in terms of section 34 of the Municipal 
Systems Act [separate report / Heml* and 
(bb) Vie budget-related policies [purpose of this report]; 

(Hi) The tabling and adoption of any amendments to die integrated development 
plan and the budget-related policies; and 
(iv) Any consultative processes forming part of the fmxiesses referred to in 
subparagraphs (i), (ii) and (Hi). 

(2) ]Mien preparing the annual budget, the mayor of a munidpalHy mu^ [which is the 
case] - 

(a) Take into account the municipality's integrated development plan; 

(b) Take all reasonable steps to ensure that die municipality revises die integrated 
development plan in terms of section 33 of the Municipal Systems Act, taking into 
account realisdc revenue and expendHure projections for future years: 

(c) Take into account the national budget, die relevant provindal budget, die nadonai 
government’s fiscal and macro-economic policy, the annual Division of Revenue 
Act and any agreements reached in the Bixlget Forum; 

(d) Consult widi- 

(i) The relevant district municipality and all r^her local municipsHbes within the 
area of the distnct municipality, if the munbipality is a local municipality; 

(ii) AH local municipalities within Hs area, if die munidpaHty is a distrid 
municipality; 

(Hi) The relevant provincial treasury, and when requested, the National Treasury; 
and 
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(iv) Any nattonal or provincial organs of state, as may be prescribed; and 
(e) Provide, on request, any information relating to the budget - 

(i) To the National Treasury; and 

(ii) Subject to any limitations that may be prescribed, to - 

(aa) The national departments responsible for water, sanitation, electric^ 
and any other service as may be prescribed; 

(bb) Any other national and provincial organ of states, as may be presaribed; 
and 

(cc) Another municips^ify affected by the budget. 

22. Publication of mnuat budgets 

immediately after an annual budget is tabled in a munidpal council, the accounting officer 
of the municipality must- 

(a) In accordance with Chapter 4 of the Municipat Systems Act HOP and budget 
road show to follow in April 2013] - 

(i) Make public the annual budget and the documents referred to in 
section 17(3); and 

(ii) Invite the local community to submit representations in contraction wHh the 
budget; and 

(b) Submit the annual budget [to be done within 10 working days after Council 
approved the draft budget]- 

(i) In bcAh printed and electronic formats to the National Treasury and the 
relevant provincial treasury; and 

(ii) In either format to any prescribed national or provincial organs of^ate and to 
other municipalities affected by the budget. 

23. Consultations on tabled budgets 

(1) ]Mien the annual budget has been tabled, the, munk^ council must conskler any 
views of [to be done in May 2013] - 

(a) The local community; and 

(b) The National Treasury, the relevant provindal treasury and any provincial or 
national organs of state or municipalities which made &jbmisskins on the bixlget. 

(2) After considering all budget submissions, the council mu^ give the mayor an 
opportun'rty [to be done in May 2013] - 

(a) To respond to the submissions; and 
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(b) If necessary, to revise the budget and table amendments for consideraOon by the 
council. 

(3) The Nathne^ Treasury may issue guidelines on the manner in which municipal 
councils should process their annual budgets, irtduding guidelines on the formation of 
a committee of the council [Budget Steering Committee] to consider die budget and 
to hdd public hearings. 

(4) No guidelines issued in tenns of subser^ion (3) are binding on a municipal council 
unless adopted by the council [only Budget Steering Committee was constituted 
by Council]. 

24. J^proval of annual budgets 

(1) The municipal council must at least 30 days [1 June] before the start of the budget 
year consider approval of the annual budget [final budget after considering the 
views of the local community and other stakeholders]. 

(2) An annual budget - 

(a) Must be approved before the start of the budget year (1 July]; 

(b) Is approved by the adoption by the council of a resrdution referred to in 
section 17(3)(a)(i); and 

(c) Must be approved together with the adoption of resc^utions as may be necessary 

(i) Imposing any municipal tax for the budget year, 

(ii) Setting any municipal tariffs for tire budget year, 

(Hi) Approving measurable performance objectives for revenue from each source 
and for each vote in the budget; 

(iv) Approving any changes to the munrcipality's integrated developmera plan; 
and 

(v) Approving any changes to the municipality's budget-r^ted polir^s. 

(3) The accounting officer of a municipality must submit the approved annual budget to 
the National Treasury and the relevant provincial treasury. 

When compiling an annual budget in terms of legislation the budget circulars from National 
Treasury must also be taken into consideration. 
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3. NATIONAL TREASURY CIRCULARS 

National Treasury issued to budget circulars during December 2012 and March 2013. 
MFMA Budget Circular No 66 issued on 11 December 2012 is attached hereto as 
Appendix 1 and MFMA Budget Circular No 67 issued on 12 March 2013 is attached hereto 
as Appendix 2. 

Both of these circulars deals with the key focus areas for the 2013/2014 budget process; 
the Division of Revenue Bill; macro-economic performance and projections; headline 
inflation forecasts; issues around the revising of rates, tariffs and other charges; reporting 
Issues; funding choices and management issues; conditional transfers to municipalities; 
the Municipal Budget and Reporting Regulations; and, the budget process and 
submissions for the 2013/2014 MTREF. 

All of the issues effecting the compilation of our budget to ensure that our anticipated 
revenue streams and funding sources for our operating and capital budgets are affordable 
and sustainable were taken into consideration. This was also taken into consideration 
when the budget related policies were reviewed. 



4. BUDGET RELATED POLICIES 


In Table 1 below the relevant budget related policies are set out. The Long-term Financial 
Plan Policy reviewed last year was effectively replaced by the Long-term Financial Plan 
(highlighted in blue) as set out in Chapter 4 of the IDP that was approved by Council on 
24 May 2012. The principles in the Long-term Financial Plan will not change but the 
financial information will have to be adjusted once Council approves the new five year 
MTREF. 

Council on 27 February 2013 approved one new policy (Writing-Off of Irrecoverable Debt 
Policy) and amended an existing policy (Virement Policy) to improve budget control and to 
avoid any future possible unauthorised expenditure. These policies are highlighted in 
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green in Table 1 below and need not to be amended at this stage for the new financial 
year. 


Table 1: Budget Related Policiee 

Numbei 

PoHpy Description 

New/ 

Reviewed 

Date 

Reviewed / 
Developed 

Status 

Comments 

1 

Long-Term Flnsnctal Plan Policy 

Reviewed 

20J0imn 

Replaced 

Chapter4oflDP 

2 

Long-Tenn Financial Plan 

New 

3(V05/2012 

In use 

With eltectiiDm 0110712012 

3 

Capital Infrastructure Policy 

Reviewed 

2<ND3/2012 

In use 

To be replaced by number 4 

4 

Prioritisation Model for Capital Assets Investment 

New 

27/03/2013 

Oralt 

With effeci from 01/07/2013 

5 

Developer Contributions Policy 

Reviewed 

20/030012 

In use 

No changes recommended 

6 

Indigent Policy 

Reviewed 

2Q/D3/2012 

In use 

To be replaced by numbers 

7 

Customer Care, Credit Control and Debt Collection Policy 

Reviewed 

20/03/2012 

In use 

To be replaced by numbers 

fi 

CustoffierCara, Credit Control, Debt Collection and Indigent. Support Policy 

I New 

27/03/201.3 

Draft 

With effect from 01/07/2013 

9 

Tariff Policy 

Reviewed 

20/030012 

In use 

To be replaced by number 10 

10 

Tariff Policy 

j New 

27/03/2013 

Draft 

With effect from 01/0/;20l 3 

11 

Property Rates Policy 

I Reviewed 

2IVD3/2012 

In use 

To be replaced by number 12 

12 

Property Rates Policy 

New 

zmmn 

Draft 

with effect frwn 0110712013 

13 

WriHng-Off of lirecovearble Deb? Policy 

Mam 

iMBlf 


muse 

Wfthelfectllmii 01103(2013 

14 

Policy for the Management and Dbposal of Assets 

Reviewed 

20/03/2012 

In use 

No changes recommended 

15 

Supply Cham Management Policy 

Reviewed 

20/03/2012 

In use 

No changes recommended 

16 

Travelling & Subsistence PoHcy 

Reviewed 

20/03/2012 

In use 

No changes lecoinnended 

17 

Policy on Stock Management 

Reviewed 

20/03/2012 

In use 

No changes recommended 

18 

Grants In Aid Policy 

Reviewed 

20/03/2012 

In use 

No changes recommended 

19 

Policy on Petty Cash 

Reviewed 

20/03/2012 

In use 

No changes recommended 

20 

Budget Virement Policy 

Revieimd 

20/03/2012 

Replaced 

Replaced by number 21 

21 

Virement PoHcy 

New 

27/02/2013 

In use 

Whh effeci from 01/03/2013 

22 

Budget and Management Oversight Policy 

Reviewed 

20/D3C012 

In use 

No changes recommended 

23 

Unforaeen end Unavoidable Expenditure Policy 

Reviewed 

20/03/2012 

In use 

No changes recommended 

24 

6RAP Accounting Policy 

Reviewed 

20/D3/2012 

In use 

No changes recommended 

25 

Asset Management Policy 

Reviewed 

20/03/2012 

In use 

No changes recommended 

26 1 

Cash & Investment Policy 

Ravfewed 

20/03/2012 

In use 

No changes recommended 

27 1 

Boirawlng Policy 

Reviewed 

20/D3/2012 

In use 


28 1 

Funding and Reserve Policy 

Reviewed 

20/03/2012 

In use 

No changes recommended 

29 ! 

Water Losses Policy 

Reviewed 

20/03/2012 

In use 1 

No changes recommended 

30 1 

Electricity Losses Policy 

Reviewed 

20/03/2012 

In use 1 

Ho changes recommended 

31 I 

Environmental Policy 

Reviewed 

20/03/2012 

In use 1 

Ho changes recommended 

32 ( 

)vertime Policy 

Reviewed 

20/03/2012 

In use 1 

Ho changes recommended 


Four new policies (highlighted in yellow in Table 1 above) were developed as part of the 
review process of our budget related policies. A Draft Prioritisation Model for Capital 
Assets Investment (Appendix 6 attached to the report) was developed to prioritise all 
capital project requests. The capital projects will compete for available funding based on 
their percentage points obtained in the prioritisation process. More about the available 
funding sources for capital projects will be discussed in paragraph 7.1 below in this report. 
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The other three new policies are the Draft Property Rates Policy (Appendix 3); the Draft 
Tariff Policy (Appendix 4); and, the Customer Care, Credit Control, Debt Collection and 
Indigent Support Policy (Appendix 5). These draft policies talk to one another and will 
replace policy numbers 6, 7, 9 and 1 0 in table 1 above should Council approve them. They 
will now be discussed in more detail to highlight new policy directions. 

• Draft Property Rates Policy f Appendix 3) 

There are some significant changes in the new Draft Property Rates Policy with regard to 
categories of properties. This is to accommodate the vast different kind of properties and 
by categorising them differently will enable Council to levy differential property rates on the 
different categories of properties should Council wish to do so. 

There are also significant changes to the rebates allowed for categories of properties 
(business, commercial, industrial, privately owned towns and agricultural properties) and 
categories of owners (indigent, child headed families, retired and disabled persons, state 
owned properties, amateur sporting bodies and professional sporting organisations). All of 
these rebates will influence our property rates tariffs per category still to be calculated. 

Due to the new general valuation the differential property rate tariffs will undergo a 
restructuring exercise as well and rate payers’ monetary value for property rates to be paid 
will not increase with the same percentage points. However, it is Council’s intention in the 
draft budget to increase property rates revenue to be collected compared to the current 
financial year with only 5.6%. 

• Draff Tariff Policy (Appendix 4) 

The Draft Tariff Policy specifically refers to the service- and expenditure classifications and 
cost elements. The policy clearly states that trading services (electricity and water) may 
generate profits to subsidise community and subsidised services that cannot generate 
revenue to sustain themselves. Economic sen/ices (refuse removal, sanitation and holiday 
resorts) should break even and sustain themselves. This is not the case since total costs 
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are not ring-fenced to these services. This imbaiance shouid be corrected over the next 
three financial years. 

The policy also determines how our tariff for the major services (electricity, water, 
sanitation and refuse removal) can be calculated. Tariff should be calculated at cost and 
should not reflect any relief in the tariff to poor households (indigents). The indigent 
subsidy should cover the cost of the basic services as reflected in the Draft Customer 
Care, Credit Control, Debt Collection and indigent Support Policy. 

• Draft Customer Care. Credit Control. Debt Collection and Indkjent Support Policy 
f Appendix 5J 

This draft policy specifically deals with revenue collection targets, the recovery of arrears 
accumulated before the January 2013 billing run and the recovery of arrears accumulated 
after the January 2013 billing run. The reason for this is the new Writing-Off of 
Irrecoverable Debt Policy with incentives approved by Council on 27 February 2013 that is 
being implemented by the adminisbation as from 1 March 2013. 

An important part of the draft policy deals with indigent support to poor households. The 
draft policy allows for 100 units (kWh) of free electricity, lOkI of free water, a 100% 
subsidised sanitation sen/ice and a 100% subsidised refuse removal service for indigent 
households. It will only be required from indigent households to pay for electricity 
consumption above 100 units (kWh) per month and for water consumption above 10 kl per 
month. Indigent households will be allowed to consume up to 350 units (kWh) of electricity 
per months to qualify for indigent subsidy. The exception will be those indigent household 
owners who have back yarders stating on their property where the consumption may not 
be more than 700 units (kWh) of electricity per month. Indigent households under the 
income threshold and / or property rates exemption value will receive a 100% property 
rates subsidy / rebate and those above the thresholds may receive a rebate up to 100% as 
determined by the Draft Property Rates Policy. 

To assist the poorest of the poor and the households with an income of up to R 5,000 a 
month the Draft Customer Care, Credit Control, Debt Collection and Indigent Support 
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Policy as well as the Draft Property Rates Policy also no caters for a financial support relief 
as follows - 


> R 0 to R 2,520 per month 

> R 2,521 to R 3,400 per month 

> R 3,401 to R 4,200 per month 

> R 4,201 to R 5,000 per month 


100% of indigent support; 
80% of indigent support; 

50% of indigent support; and 
20% of indigent support 


The R 2,520 indigent household threshold is linked to two times the social grant 
announced (R 1,260 x 2 = R 2,520) and determined by the Minister of Finance in his 
recent budget speech. These subsidies will and can only apply as long as the municipality 
receives their equitable share allocation from the National Fiscus. 


All of these financial support relief or rebates and exemptions referred to in the above 
policies relates to revenue forgone and do affect our operating revenue streams. To 
ensure that our operating revenue streams do suffice to cover our e)q 3 enditure the MTREF 
was compiled based on the following budget assumptions. 


5. BUDGET ASSUMPTIONS 

In Table 2 below the budget assumptions issues are depicted with the last two years 
actual percentage increases and the assumed next five financial year’s increases. 

Council’s wage bill, bulk purchases and capital charges constitutes 75.9% of our operating 
budget expenditure. Council have very little control over them since the cost of living salary 
increases are determined at a higher authority (Bargaining Council level); bulk electricity 
purchases by NERSA; bulk water purchase by the City of Cape Town; and, interest on 
loans to be repaid by borrowing authorities (banks). 

The cost of living and notch increases on the wage bill amounted to 7.34% and 8.25% 
over the last two financial years and is estimated to increase with 8.10% for 2013/2014 
and 7.65% for the four outgoing years. Bulk electricity purchases increased with 26.80% 
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and 13.50% over the last two financial years and are estimated to increase with 6.10% for 
2013/2014 and 6.10% for the four outgoing years. Bulk water purchases increased with 
33.10% and 8.60% over the last two financial years and are estimated to increase with 
10.00% for 2013/2014 and 10.00% over the last four outgoing years. Interest rates on 
external borrowings vary between 9.00% and 10.00% and seriously affect our operating 
budget when we borrow money to finance our capital expenditure. 


Compare the above with actual CPIX inflation rate of 5.7% and 5.9% the last two financial 
years and the estimated CPIX of 5.60% for 2013^014 and the 5.40% for tiie outer four 
years and one will see that Council cannot approve tariffs at the inflation rate levels if 
Council would like to sustain their service standards. 


Table 2: Budget Assumptions; Tariff and Bulk Purchases Increases 

Bcpenditure/ Revenue Component 

;2piiaoi2 
'Flnnnclal , 

Ytar 

201212013 

Financial. 

Year 

20136014 
Fhianclal . 
Year 

2014/2015 

Ffnanclal 

Year 

201^16 
Ftaan.^. : 
Year 

20106017 : 
FInanclai . 
Year 

2M7e0.1.8v 
FJlKmini. : 

'•Ybw- 

CPI Inflation Rerte 

5.70% 

5.90% 

5.60% 

g 

540% 

540% 

g 00^ 

5.40% 

5.00% 

&40% 

&oo% 

Property Rates Revenue Increases 

5.00% 

7.50% 

5.80% 

7 

5JD% 

7.6IHt 

5.60% 

7 

5.60% 

7 00^ 

5.60% 

7 50^ 

Electricity Revenue Increases 

IzmSI 

13.03% 

7.30% 

11.03% 

7.30% 

11.03% 

7.30% 

11.03% 



Water Revenue Increases 

10.00% 

16.00% 

16.00% 

12.00% 

16.00% 

10.00K 

tKnatt 

twwto 

9.00% 

16.00% 

8.00% 

16.00% 

Sanitation Revenue Increases 

7.00% 

7.00% 

15.00% 

15.00% 

700^ 

15,00% 

7i00% 

15.00% 

700^ 

15.00% 

7 00% 

Refuse Revenue Increases 

7.00% 

7.00% 

7.00% 

7.00% 

7.00% 

7.00% 

7.00% 

Rental Revenue Increases 

7.50% 

7.50% 

7.50% 

7.50% 

7.50% 

7.50% 

7.50% 

Sundry Revenue Increases 

7.50% 

7.50% 

10.00% 

10.00% 

7(50% 

10.00% 

7iS0% 

10.00% 

7(50% 

10.00% 

7 00% 

Salaries 

7.34% 

8.25% 

8.10% 

7.65% 

7.65% 

6(25% 

7.65% 

025% 

7.65% 

0jg5% 

Bulk Electricity ^rchases 

26.80% 

13.50% 

6.10% 

13.50% 

6.10% 

13.50% 

6.10% 

13.50% 

6.10% 

13.50% 

6.10% 

13,50% 

Bull Water Purchases 

33.10% 

8.60% 

10.00% 

10.00% 

6.0(1% 

10.00% 

6i00% 

10.00% 

0j00% 

10.00% 

000% 


In Table 2 above the estimated operating revenue stream increases are depicted to fund 
the operating budget expenditure. It must be emphasised that to balance the operating 
budget, senior management had to cut appro^dmately R 254 million worth of operating 
expenditure requests that exceeded our affordable and susteiinable revenue streams. 
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The revenue streams increases as follows - 

• Property rates with 5.8%; 

• Electricity revenue with 7.3%; 

• Water revenue with 16.0%; 

• Sanitation revenue with 15.0%; 

• Refuse removal revenue with 7.0%; 

• Rental revenue with 7.5%; and 

• Sundry revenue with 1 0.0%. 

It must be noted that property rates revenue due to the general valuation will undergo 
restructured tariffs. Electricity revenue tariffs will also undergo some restructuring 
especially with regard to the time-of-use customers and pre-paid electricity customers. 

Council is sensitive to the affordability and sustainability of the tariffs to be imposed. We 
carefully monitor tfie payment and collection rates and are thankful that the customer base 
of Drakenstein pays more than 95% of their billed accounts. Through the financial support 
and incentives envisaged through our new budget related policies developed we are 
hopeful that the payment rate will increase to 100% over the next 12 to 15 months. 

A discussion of the high level operating budget summary will now follow. 



DItAKENSTEl 


6. HIGH LEVEL OPERATING BUDGET SUMMARY 

6.1 Per Government Financial Statistics (GFS) Vote 

The high level draft operating budget per GFS vote is set out in Table 3 below (attached as 
AnnexureA to Appendix 7 of this report). The classifications as per the government 
financial statistics votes are used by National Treasury to compare budget trends in local 
government in South Africa. 
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The draft operating budget depicts a deficit of R 2,385,648 for the 2013/2014 financial 
year. In terms of the Budget and Reporting Regulations Council are allowed to budget for 

such a deficit. The calculation is shown at the bottom of Table 3 below and is made as 

follows - 

« Total depreciation (paper money) 

• Less : Redemption on external loans that needs to be cash-backed 

• Off-setting depreciation 

• Less : Capital expenditure to be financed through grants 

• Less: Capital expenditure to be financed through revenue surpluses 

• Allowable operating deficit / (surplus) 


=R 144,546,882 
= R 74.290.570 

=R 70,256,312 
=R 59,078,070 
= R 8.792.594 


= R 2.385.648 



T«b(« 

3:2013/2014 

(02017/2011 

) Draft Medium Term Revenui and Etqiendjiure Framework per GFS Vote 

GFBWtaDuecf^dioii 

fWdKad 

&p#|idibinJ 

(lUvenife) 

20MIM10 

Audded 

Crpendfturef 

(Rivmue) 

2Q1W2011 

awlfted 
ExpMidHunl 
ntevenuel 
241 1(2412 

Ortginel 

Budget 

2512(»13 

APlual 

^petfditwef 

i|Rev>ni<e) 

Until 

21(02(2013 

201»2413 

PraJecM 

Eitpendthtrel 

Revenue) 

20120513 

Reviced 

Budget 

24(52(2113 

211K2014 

Drifl 

Budget 

2014(2CIS 

indketivi 

Budoet 

2015(2011 

Indieettw 

Budget 

7018(2017 

Indlealive 

Budget 

2017/H14 

Indlertive 

Budget and TVeanny Offtee 

IfIMttI 

121577*17 

^12S*HI51 

-145 753 m 

-146 051 lie 

-155949 667 

155 949 557 

18I0H«42 

-200495403 

•214130171 

‘220799011 

•245 264 477 

Cam unity and SoeM Sanneae 


l7tS2<n 

13 173 Ilf 

20 017 336 

12 112192 

18412109 

18 412 109 

17425272 

10740413 

20 043 027 

21428*91 

22401946 

Corparala Sanleae 

^7112410 

1U 254 374 

mmsH 

1122M m 

77 116 214 

132 745 771 

^ 132 74S T71 

123117444 

134521950 

149 303 258 

159 081 419 

175324496 

Electricity 

MMIMB 

1Mt43*n 

75 *45 IN 

-140 050 701 

-95505 015 

• 108 055 880 

■108 055 610 

.112 441471 

-122154 5(12 

-134 774 070 

•155871954 

-173720090 

Executive and GdUndl 

12412412 

MTMm 

47457 5M 

53 901 653 

26 569 352 

49 247 867 

49 247 817 

25 571171 

27 939 122 

31 444 113 

33904554 

39 357700 

Healih 

4*45741 

StSSH* 

9571 514 

5 538 m 

3 627 ?17 

5 684 592 

5 564 592 

4110144 

4 551 070 

7045732 

7N7241 

1124500 

Hauaing 

132511*/ 

337424H 

is/rtM* 

30 272 94S 

21614 830 

22 962 696 

21 9S2 696 

35357314 

36445 *44 

31 117 HI 

30 437 072 

41 260 304 

Hanning and Dewetopment 

15 SHIM 

25*81423 

MMor 

25 565 680 

15170 056 

25 375 392 

25 375 392 

23111157 

25 044 *03 

257*1515 

27241 137 

29414380 

Pubic Safely 

S7n4S 

15 511511 

11 1*5 453 

2i 807 590 

17 067 783 

2S 520 810 

25 S20 810 

27133213 

20S75B47 

31*65020 

33407284 

3S317SN 

Road Itanaport 

tr HI I7B 

*711*i73 

74314113 

70 365 010 

44 02 1 039 

66 442 903 

68 442 693 

74 219*44 

77039324 

05025477 

100 322276 

104 157141 

Spoil and Recrailten 

55241513 

43M73SI 

43332317 

16 245 612 

29 842 510 

48 140 S$2 

48 140 562 

SO 014 III 

53327 582 

54 873410 

40434 352 

54474328 

Watte Henagnmaiit 

31525272 

2itt4iri 

2*7*4113 

-3? 323 019 

-45257 463 

-27 582 731 

-27 582 731 

.11*44451 

-12 504 473 

-13 590407 

•14754443 

•15 934231 

Waata Water ManegeiMnl 

25572415 

34134 BN 

491*22M 

•42 703 907 

4S883 495 

-36 624017 

-3S 624 017 

17213451 

•17754159 

-34 404014 

-2421341* 

•32420 957 

Water 

-SS3H4M 

42*M«2I 

^91 231*57 

74 239 789 

-53460 696 

-SO 356 301 

50 356 301 

-44 *15 *08 

-57004010 

-COM* 224 

-71484455 

•94404 445 

DafidlflSiirpluil 

3 747544 

24912103 

U 111572 

•41904530 

139 525 H3 

17 *5421/ 

17954 21/ 





•a ill 014 

ToMD^ 

Libb: Redemption on external loans that neada lo ba ca 

Orr-SaUIng Da 

Laaa; Capital Expindltura to be financed through levenue amplu) 

MMvebleOpeiathtgDeneltf 






pieeiallAn « 

157 S21 475 

144 545 B« 

147 04*482 

149 541 012 

152048682 

154 548 482 

eh-beched<t 

-57242 133 

-T4 290 S7I 

•44555408 

-•3353112 

-107153085 

-114 078514 

piei^Uon B 

1M17i342 

702H112 

12455471 

511*3770 

444*37*7 

40 411 381 


-741U479 

-» 071 070 

-51 454 341 

.53372 807 

-41304146 

•41 308140 

tseefCRR- 

42MOOO 

17*2 9H 

-10 9141H 

-15511 ON 

-24247004 

•27 773 246 

(Satphi4)B 

17 IT* 243 

2 315 441 

117 484 

-l2tl7 8U 

200»3» 

-26*11011 


AHovnbl* budgtted Dtflelt / (Surplus ■ 
Actual Budgeted DiNctt I (Sufplu^ « 
Rt^ed Deficit I (Siityitu^ > 


n *74 2*3 

23H448 

1174*4 

•12417183 

-24454352 

-28 811014 

17 984 217 

2 388*48 

117 **4 

-121471*3 

-2t«»3S2 

•21 411 014 

-12 048 

4 

* 

4 

0 

0 


The operating budget is financed through realistically antidpated revenue streams. 
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6.2 Per Directorate Vote 

The high level draft operating budget per directorate vote is set out in Table 4 below 
(attached as Annexure B to Appendix 7 of this report). The directorate votes are directly 
linked to the newly developed functional organisational structure approved by Council In 
December 2012. It is the same information as set out in Table 3 above and the budgeted 
deficit / (surpluses) totals correlate with one another. 



Tsbl«4;j 

!l>13f2014lo; 

2017/2016 Dr 

■ft Mtdlum Term Ravcnue and Expenditure Framework per Directors^ Vote 

Dh-abtonU Vbti Otsenplioft 

Addibd 

EipMdItRnf 

(Rffmmt) 

MMII 

Auditod 

Gq»ndltoHf 

(Rmnut) 

2»tflaDti 

Awlttod 

BipvNditoMi 

(Rmnu^ 

aDiiinii 

Origwul 

eudgtt 

ni2mi3 

/Mual 

Exptiiditur*/ 

(RcviiiiMg 

Urild 

2«DV29t4 

241212013 

PtojtetMd 

EXptfldHurtf 

(Rwnm) 

Rtvlitd 

Budget 

21020013 

20110014 

Dnti 

Budget 

20140015 

Inulciive 

Budget 

2QISOD1I 

IndieeUei 

Biidgil 

niimir 

iMiieittw 

Budoel 

niTOAIO 

iRdlubw 

Budget 

orn» 0 r th* munldpil Mmigar 

»41f571 

iidnifi 

J17W77S 

HW1491 

7 308 1S2 

13 144 38B 

15 144 309 

4322 IIS 

4 713417 

3I87 2« 

82U525 

3 201 511 

FImiwIiI Btrvim 

■mmm 

117«n4M 

intsidn 

’139 13$ 391 

-142 771 415 

•1S1 176 814 

-151 176 014 

1 IN 110211 

■t»1M41S 

•Z127S02II 

'221307837 

>243 114 110 

Corporalt S«ivk«« 

ttlMMI 

nn*N4 

wmsis 

«? 047 413 

52 fSS 445 

94 096 361 

94 QS8 361 

11 Ml 425 

ftSINTSI 

70 314401 

74314 414 

10 134403 

ninnirig md G»noiiiie DmtoprMdl 

IIIMlfi 

i7Nf m 

nM29B4 

23 430 945 

13 316 346 

23 484 830 

23 484 I5C 

24 137 IIS 

27 517 •28 

28243538 

29 111 N1 

33 IK 787 

CemmunllyBdfvtm 

M2S7fN 

in4it»i 

mmut 

96 791 821 

42 247 159 

99 12S2H 

OS 123 214 

132 Ml 123 

1422Mfn 

152 3DB 311 

101 474 527 

174 434112 

Infnilrucliin 5>nlni 

••7 ns SOI 

«7»I54I 

.4tft«7t» 

tJ> 357 27J 

-f12M19T1 

-90 700 £42 

-60 709 612 

S3 IN 170 

-41 124 042 

-31753120 

-M 437 111 

-11 514 338 

Mklt/tSuntluf) 

3717144 

74 5l21i;i 

dill 572 

4ISKI30 

13* 525 299 

17 M4217 

17M4217 

2313*40 

117 »4 

12SI7M3 

-20 IN 352 

21 111 018 


TsUlOtpncfaUon « 

Lett: Rsdsiiyiiton on Mtcmil tows Hiat ntidi to b* eirt>b«clnd ■ 
Off-SilUng D^iriditlon ■ 
Lan ; CiplM Expandltun lo bi flninetd threiigh gnntt « 
Laii; Capital Expindltura to ba flnanoad ttinugh raveniM lUiplat tea I CRR « 
MomUa Opanllng Datldtl fSmplui) > 

MtaraUa budgatad DafiBlIf (Surplut) > 
Aclual Budgatad Dafldt J (Sutpida) » 
Ravtud Daftelt/fSurplua) ■ 


157 521 47S 

144 346 H2 

147 046 H2 

140 546 112 

152 041 8U 

154 548 812 

*57 242133 

•74 290570 

-04 558 400 

-93353112 

107153015 

-114078514 

100 279 342 

70 251312 

82 40047* 

56163770 

4418X707 

404II3U 

-74103879 

'59071070 

-SI 454388 

-53372 107 

-41 305140 

•41 301140 

-1200 000 

-0 7928N 

-10018 111 

-15 518 156 

•24247000 

-27 773248 

1r«762n 

2385140 

117 8M 

128S7H3 

20891152 

28111018 


17876 213 

2 385141 

117184 

-12 807 803 

•20 651 352 

-28811 DIB 

17884217 

2 315 841 

117104 

-12 197813 

■20159352 

-28811 011 

it 

8 

0 

0 

0 

0 

0 


6.3 Per Category of Revenue and Expenditure 


In Table 5 below (attached as Annexure C of Appendix 7 to this leport) the same 
information as in Tables 3 and 4 are split up between operating revenue, operating 
expenditure and grants utilised for capital expenditure. The net results stay the same. 

Anticipated operating revenue (total operating revenue less revenue forgone) for 
2013/2014 is estimated at R 1 ,384,993,521 or R 117,268,217 (9.25%) more than the 
adjustments budget revenue of R 1 ,267,725,304 for 2012/2013. 
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Property rates revenue increases with 5.80% and services charges revenue on average 
with 8.79% compared with the individuai increases for eiectricity (7.3%), water (16.0%), 
sanitation (15.0%) and refuse removai (7.0%). Operating grants (equitable share and 
housing project allocation) increases with R 32,726,265,579 (21.88%) from R 149,526,351 
to R 182,252,930. 




Table Sr 2013/2014 to 2017/2018 Draft Medium Term Rev«iaa and EiqiisndHiirs Frtmtamrh per Category 
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Total operating expenditure for 2013/2014 is estimated at R 1 ,446.457.240 or 7.5% 
(R 101,027,426) more than the adjustments budget expenditure of R 1,345,429,814 for 
2012/2013. 

The wage bili, buik electricity purchases, bulk water purchases, capital charges (Interest 
and depreciation) and housing projects (grants expenditure) represents R 107,250,634 of 
the increase over the adjustments budget expenditure of R 1 ,345,429,814 and is 
R 6,223,208 more than the total increase in operating expenditure. This means that some 
other categories of expenditure decreased. Excessive fat were cut from the general 
expenses category and very little fat, if any, now remains in the operating budget 

6.4 Per Category and Item of Revenue and Expenditure 


Table 6 (attached as Annexure 6 of Appendix 7 to this report) gives more detail per 
category of expenditure as depicted in Table 5 above. A summary of the line item totals 
per revenue and expenditure category are depicted there. The budget is further broken 
down into cost centres (functional areas) for use of the administration. Each cost centre 
will have a senior or middle manager responsible to manage that cost centres revenue and 
expenditure. 


Section 17(3)(k) of the MFMA determines that as part of the budget resolutions the 
proposed cost to the municipality for the budget year of the salary, allowances and 
benefits of each political office bearer. Municipal Manager, Chief Financial Officer and 
senior manager reporting to the Municipal Manager must be disclosed. Since the above- 
mentioned do not qualify for notch Increases, an overall increase percentage of 6.85% as 
per wage agreement were used. The total proposed cost to the municipality packages 
budgeted for are - 

• Municipal Manager = R 1 ,479,220; 

• Chief Financial Officer = R 1 ,258,006; 

• Executive Managers = R 1 ,258,006; 

• Executive Mayor = r 737,435; 
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• 

speaker 

= R 

594,194; 

• 

Deputy Executive Mayor 

= R 

594,194 

• 

Chief Whip 

= R 

558,384 

• 

Mayoral Committee Member 

= R 

558,384 

♦ 

Chairperson of MPAC 

= R 

288,983 

• 

Ordinary Council Member 

= R 

228,106. 


It Is important to note that the grants recognised in the operating budget, being for 
operating or capital projects, are as per the Division of Revenue Bill and the provincial 
gazetted allocations to Drakenstein Municipality not listed in the Division of Revenue Bill. 


It Is also important to note that this budget makes provision that “VAT reclaimed” in respect 
of conditional grant expenditures will be treated as own revenue as out on page 21 of 27 of 
MFMA Budget Circular No 66 of 11 December 2012. This will have an effect on the 
funding sources of our capital budget and will require additional counter funding from the 
municipality’s side if a capital project expenditure funded through conditional grants is not 
scaled downwards. 


7. HIGH LEVEL CAPITAL BUDGET SUMMARY 

7. 1 Per Prioritisation Model per Capital Assets Investment 

As part of the budget documentation there is a Draft Prioritisation Model for Capital Assets 
Investment (attached as Appendix 6 to this report) against which all capital project will be 
evaluated and prioritised for competing for available capital budget funding resources. 

In Table 7 below the IDP needs and available funding sources to meet ttiese needs are 
depicted. The IDP needs for capital projects expenditure amounts to R 2,348,863,215 and 
compared with the available and sustainable funding resources of R 1,107,797,422 leaves 
us with a difference of R 1,241,065,793 or 52.8% of the value of our IDP needs that we 
cannot servi<» with available and sustainable funding sources. This picture clearly 
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indicates that we must use our scarce resources where the highest priority for investment 
exists. 


Table 7: Available Funding Sources to be used forthe Prioritisdion Model for Capital Assets Investment 

Financial Year 

Fhre Year IDP 
Needs /Budget 
Requests 

Funding 
Source: 
Revenue /CRR 

Funding 
Source; 
External Loans 

Total Capital 
Expenditure to 
be Prioritised 

Funding 
Soutce: Grants 

Five Year IDP/ 
Funded Budget 
Totals 

Five Year IDP 
Needs not 
Funded / 
Budgeted for 

2013/2014 

406,589,247 

8,792,594 

119,927,784 

128.720,378 

59,078,070 

187,798,446 

218,790,799 

2014/2015 

512792.426 

10,918.196 

142,769,176 

153,687,372 

r 

51,454768 

205,141,758 

307750,666 

20150016 

517.154,051 

15,518,856 

151,657,795 

187,176,651 

F 

53,372,807 

220,549,458 

296,615,193 

2015/2017 

456,529,064 

24,247,009 

173713,299 

197,460708 

41706,140 

238,766,448 

227,862.61$ 

2017/2018 

445.687.827 

27,773,246 

186,461,924 

214.235.170 

41706,140 

2554141.310 

190,146,517 

Grand Totals 

2,348.863,215 

87749.901 

774,029.978 

861,279,879 

248,517,543 

1,107,797,422 

1,241.065,793 


From Table 7 above it is ciear that we cannot service the IDP needs and requests for 
capital funding of R 406,589,247 for the 2013/2014 financial year. Our operating budget 
and available reserve can only service R 8,792,594 and we simply can only afford to 
borrow R 119,927,784 to finance capital expenditure through external loans to be raised. 
Adding these two revenue sources together gives us an amount of R 128,720,378 that we 
can allocate to capital projects on a prioritised basis based on the Prioritisation Model for 
Capital Assets Investment. Add to this amount the Division of Revenue Bill and provincial 
gazetted grants of R 59,078,070 then our affordable and sustainable capital budget 
amounts to R 187,798.448 for the 2013/2014 financial year. That leaves us with a 
difference of R 218,790,799 of IDP needs and budgeted requests we cannot meet in 
2013/2014. 

Please note that the R 1 19,927,784 cap on external loans to be raised for 2013/2014 are 
based on the cap of 50% of our operating revenue that we placed on ourselves to ensure 
that we raise loans that we can afford to repay. We anticipate to keep that cap of 50% of 
own operating revenue to ensure affordability and sustainability. 

The available R 128,720,378 for 2013/2014 will be distributed as per the Prioritisation 
Model for Capital Assets Investment as indicated in Tables below. Basic services 
infrastructure will receive R 77,232.227 or 60% of the total available amount; economic 


24 



MTREF Report for 2013/2018 


m 



££±>(iNSTi 


infrastructure will receive R 25,744,076 or 20% of the total available amount; and, 
operational infrastructure and social infrastructure will receive R 12,872,038 or 10% each 
of the total available amount. 


T 

•blalrDlstilbtttlo 

nofAvJlIabUR 

asourees (Grants Bcdudad] at 

par tha PrioriUa atlon Hodtl lor CaplUI Auats 1 nvaattnent 

lypesrinfiaitnieturs 

201X2014 

CapKilBudliOt 

%of 

ToUl 

Capital 

Budget 

20140015 

Capital 

Budgat 

%□( 

TaUl 

Capllil 

Budget 

201X2010 
Capital Budoal 

%of 

Total 

Capftal 

Budget 

201V2017 

Capital 

Budget 

%or 

Total 

CapKal 

Budgat 

2017/2011 

Capttit 

Budgat 

%of 

Total 

CapRal 

Budget 

Bstle SsfvleM Inrmlruetan Totalt 

If mm 

60.001^ 

12212423 

00.00% 

100305 fH 

00.00% 

11I4TC185 

60.00% 

120341 102 

60.00% 

EMnonrie Infrattnictnra Totilt 

25744 on 

20,00% 

30V17474 

2aoo% 

33435330 

20.00% 

N4S2082 

20.00% 

42047014 

20.00% 

Oparatloml Infntiructun Totste 

12172018 

ujm 

1$3H737 

10,00% 

10 717H5 

10.00% 

19741 031 

10.00% 

21 411 517 

lom 

Sodal Infrutnictura Totals 

12872031 

lOJKM 

153MT37 

10.00% 

11717085 

10.00% 

19740 031 

10J»% 

21421517 

10.00% 

Onnd Touts 

12172017a 

1QIM0% 

151107172 

100108% 

167170651 

100.00% 

197400301 

100.00% 

214215170 

10000% 


It is important to note that the rating criteria was not applied consistently by all managers 
and that skewed the percentage points that was allocated to each capital project. The 
Prioritisation Model for Capital Assets Investment was also altered last week and the 
weights allocated to each rating criteria was adjusted. The administration under the 
leadership of the Chief Financial Officer is now busy with the re-prioritisation of each 
capital project and the results will be distributed at the Council meeting. 


Please note that the prioritised draft capital programme will be communicated through the 
IDP and budget road show in April 2013 and any member of the public, stake holder, 
councillor or even officials can submit comments on the draft budget. The MFMA requires 
from the Executive Mayor to apply her mind on any comments received and she must 
advise Council on any comments received. The Municipal Manager and the administration 
must in terms of section 68 of the MFMA assist the Executive Mayor in this regard. 


7.2 Per Government Financial Statistics (GFS) Vote 

Table 9 below depict the capital programme per GFS vote and clearly indicates which GFS 
votes receive draft budgeted funds for the 2013/2018 MTREF. The budgeted funds in total 
gradually increases from R 187.798,448 for the 2013/2014 financial year to R 255,541,310 
for the 201 7/2018 financial year. 
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Table 9: 2013/2010 MTREF perGFS Vbte 

GFSVMfl 

Audited 

Expenditure 

200M2010 

AudXed 

Expenditure 

201012011 

Audited 

Expenditure 

2011/2012 

Original 

Budget 

2012/2013 

Total Actual 

Expenditure 
(YID + 
Commit) 
28/D2i!r2013 

ill! 

20130014 

Draft 

Budgal 

201W2015 

Draft 

Indfeativa 

Budget 

2015/2016 

Diin 

Indrcallw 

Budget 

2016«M7 

Drdt 

Indicative 

Budget 

2017/2018 

Draft 

IndEcathra 

Budget 

Budoat and Treasury OTfics 

^ 

•4,003 

MSS 

1,660,000 

378,813 

1,660,000 






ComnunRy and Social Services 

3S.7M 

1,f70,3ll 

17.4001,437 

8,012,970 

5,287.016 

9,388,936 

8891295 

1.329,686 

1.571.776 

1.479.117 

3,406,905 

Corporate Servicn 


4>f2O,?S0 

1,703.750 

20,088,500 

7,027,440 

35,357,411 

3201000 

1.600,000 

100,000 

500^ 

1,050,500 

Elactifcty 


2fl,2i5.277 

14,013.010 

29,685,000 

12,275,032 

38,941.346 

20,044,737 

13.16M5S 

4^049^334 

27.798^368 

69,544,351 

Exoeutfva and Council 

mm 

142,3^ 

500,309 

2,580,000 

1,552,312 

3,255,946 


19.568,737 

19^217,665 

22,946,031 

24,623,517 

Health 


ixm 


183,000 

28,807 

123,000 


. 




Housing 

M22.3aa 

xmui 

4,092.545 

15,051,000 

5,131,161 

15,923,440 

tioaooo 

1,100,000 

1,200.000 

1.300,000 

1.400,000 

Planning and Davelopment 

, 

131,434 

324.SS2 

173,000 

S5,300 

173.CS0 


. 




Public Safety 


1.157,042 

mm 

1,338,000 

472.412 

1,395,831 

50^000 

60^000 

60,000 

65,000 

70,000 

Road Transport 



1T.501.7i0 

23,712,844 

7,455,240 

35,748,827 

2M77.000 

20,5001000 

6,505.000 

6^60,000 

7.315,000 

Sport and Recreation 

mm 

imiM 

' 2.71«,l« 

7,143,600 

1.050.338 

7,090,133 

7,959.200 

10.225^704 

11.500,858 

13.345.089 

8,341.770 

Waste Ranagciiient 



857.017 

1,915,000 

932,545 

1,575,000 






Watte Water Management 

«.V73;c9r 

77.570.714 

122,424.153 

118,220,000 

40,318,098 

120,139,133 

72AI91.965 

76,298,358 

94,542,948 

43,022.789 

88,944,427 

Water 

mm 

11.WI.I30 

M.017.3^ 

41,210.000 

21,722,236 

41.410,000 

44.BH213 

61.276.135 

4^905^77 

121,850.054 

50,644,840 

Grand Tot 

S3;i«,948 

157,117,145 

213,008,040 

270,942,314 

104,627.152 

312.172,003 

187,798.448 

205.141,751 

22^5491458 

23S.76IA48 

2S5;541,310 


7.3 Per Directorate Vote 

The same information as depicted in Table 9 above is now depicted in Table 10 below but 
only as per directorate. It is important to note that the operational infrastructure needs 
have not been prioritised and the allocations as depicted in Table 8 above have been 
allocated as unallocated operational infrastructure to the cost centre of the Municipal 
Manager. Operational infrastructure relates to office furniture and equipment, computer 
equipment, computer software, tools and equipment, vehicles and equipment, office 
buildings and etcetera which the Municipal Manager and senior management will prioritise 
before the start of the new financial year. 



Table 10; 2013/2018 M1R? per Directorate Vote 

DiracloraleVale 

Audited 

Expendttun 

2009I2010 

Audited 

Expenditare 

2018/2011 

Auditad 

Expendiliin 

20110012 

Original 

Badgal 

201212013 

Total Aclflil 

ExpendHura 
{VTD + 
Cwnmrt) 
21/0202013 

2012/2013 

J^iproved 

Ravteed 

Budget 

201312014 

Draft 

BudgM 

2014/2015 

Draft 

Indicative 

Budget 

2015/2011 

Draft 

IndicaUvt 

Budget 

101612917 

Draft 

IndicaUve 

Badgit 

2017/2010 

Draft 

Indicative 

Budget 

Offlet of the Municipal Managtr 


TUN 

31.I3T 

605,900 

326,669 

821,461 

12,872.mi 

19,388,737 

16,717,669 

1«,74a;D31 

21,423,917 

Financial Sendees 

20, IN 

HM48 

MW 

1,660,000 

376,113 

1,660,600 






Corporate Serdccs 

7.in.723 

•».492 

202.9M 

6, 972, 500 

1,775406 

6,913,785 

320,000 

1,600,000 

100,000 

900,000 

1,000,000 

Planning and EcDaomlc Development 

IM,3W 


78SA04 

1,196,000 

514,515 

1,456,000 

4,901,000 

4,200,000 

M«;i»o 

3,200,000 

3,200,000 

Conanunity Serricee 

i.3irjN 

W. <18.111 

39.497, fiR'S 

34,065,970 

13,941,433 

35,916,340 

0t,9M,49S 

12,735,370 

14,332,634 

1M89,206 

13,269,175 

Inflrastnictura Scrvtees 

firoovtn 

139,287.242 

iti.ai44i 

226,622.444 

47,659.397 

263.401417 

160107,915 

171,237,851 

180,899,159 

199,131,211 

218,648,618 

GruidlMal 

B3;34i.MI 

157,117.145 

213.000,141 

270,942,314 

1M,627AS2 

312.172,003 

1I7.79M48 

209,141,758 

220.540,459 | 

239,766A4I 

75S;S41,310 
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7.4 Per Cost Centre and Capital Project 


Table 11 contains the information of each capital project per cost centre per directorate. 
This information (Annexure E) forms part of Appendix 8 attached to the 2013/2018 MTREF 
Report. 


7.5 Per Funding Source 


Table 12 below depicts the capital programme per funding source over the MTREF. 





Table 12: 2013/2010 MTREF per Funding Source 

Funding Source 

Audited 

Expenditure 

2009(^0 

Audited 

Expenditure 

2010/2011 

Auddftd 

Expenditure 

2011/2012 

Original 

Budget 

2012/2013 

Total Actual 

ExpendKim 

(YT04 

CommH) 

2881211/7013 

2012Q013 

Approved 

Revised 

Budget 

2013/2014 

DnH 

Budget 

2014/2015 

Draft 

Indicative 

Budget 

2015/2016 

Draft 

IndlcsKve 

Budget 

2016/2017 

Draft 

Indicative 

Budget 

2017/2018 

Draft 

Indlcattve 

Budget 

CRR 

S5.SB4 

12/00,190 

7,831226 

8,286,4/0 

3.674701 

9.567,730 

0.792.594 

10,468,196 

15,268,856 

24747,009 

27,773,246 

CRR (Role-overcj 



f2,S63.7«l 

510,000 

605,080 

2,105,913 






Revenue 






8,200,00(1 






External Loans 


n.537.318 

121,971,178 

174.425,000 

54,217,845 

174,305,990 

119.927704 

143.219,176 

151,907,795 

173,213,299 

181^451,924 

External Loans (Role-overs) 

142t.5B1 

s,s8s^fa 

5.800.000 

29,150,003 

9,565.083 

34,787,708 






Grants 


32,027,148 

14,934, «S9 

58,576.844 

36,564,944 

81,813,819 

59,070,070 

51,454,386 

53,372.807 

41,306,140 

41.306,140 

Grants (Role-overs) 


r, 380,843 




2,350,944 

, 

, 




Gland Total 

13,346.941 

15V.117.145 

213.000,148 

270,942.314 

104.627,652 

312,172, TO3 

187,798^40 

205,141.758 

220.549,456 

2)6,766.440 

255,541.310 


7.6 Per Infrastructure Type 


Table 13 below depicts the capital programme per infrastructure type. 





Tifab 13. 2013/2018 MTREF perlnfrastnictaira Typt 

InfnalnielurelVpe 

AudKsd 

EiiperKiKura 

2(l0«2010 

Audited 

ExpsndMun 

2010/2011 

Attditsd 
Expend ttura 
2011/2012 

Onginal 

BudflSi 

2012/2018 

ToW/btusI 

E(psndt>.uis 

(YTD* 

Comndl) 

2M2ffi2018 

2013/2013 

Appmvtd 

Rsiftsd 

Budget 

2013/2014 

Draft 

2013/2014 

DbtiOnitlon 

2014/2015 

Draft 

IndiMlivs 

Budget 

2015/2011 

Orafi 

Indietiivs 

Budgsl 

20150017 

OnN 

ittdiBi%» 

2017/2011 

Draft 

Indwitlvs 

Budget 

Buie Servrcee 

80.133.664 

135,768700 

175,713744 

205,04^500 

79712.755 

236.716,109 

154,249.916 

82.1% 

163,837751 

177782759 

189720711 

200,929,618 

Gleiils 

iem4N 

17.eH753 

maiAOei 

45 .Tei. 8 OO 

22,8».}et 

7rM«,2S« 

51,071,070 

100-0% 

51,4S4,3U 

S2,7GAI07 

4A«3,140 

4^121,140 

PrtortllBed Funds 

40,0I0,10I 

eUTAtMT 

r^$.l95}»1 

iS9.2»Ce0l! 

«,753,3ST ; 

185,849,159 

IS,JV1,I4$ 

739% 

112703,205 

124,113,352 

141,357,071 

i<ot3aM7a 

Economica/ 

109.509 

976747 

3792770 

4739 . 344 : 

1786.179 

5756,704 

7.827,195 

42% 

10783,193 

8,624747 

9759703 

11,100,261 

Grants 

- 


i.;34'i.2i5 

282.944 


282,344 

. 

00 % 





Ptiorttlisd Funds 


970,947 

3,143,tU' 

4,r?r(»0 

1,718,178 

4,974,360 

7,l27.1iS 
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Oporstionol snd socisi infrsstructurs 63ch rscojvos 10.0% of tho totsi prioritisod funds. 
Economical services only receives 6.1% of the prioritised funds and not the expected 
20.0% as per the Prioritisation Model for Capital Assets Investment. The reason for this is 
the lack of economical Infrastructure projects as defined per the Prioritisation Model for 
Capital Assets Investment. These unallocated funds were used for the allocation to basic 
senrices infrastructure which now receives 73.9% of the prioritised funds (Model proposes 
60%). 

Basic infrastructure receives 82.1%, economical infrastructure receives 4.2%, operational 
infrastructure receives 6.9% and social infrastructure receives 6.8% of total capital 
budgeted funding resources. 

Table 14, which forms part of Annexure F of Appendix 8 attached hereto, contains the 
prioritised capital projects form the highest to the lowest percentage as per infrastructure 
type, directorate and cost centre. 

Based on the Prioritisation Model for Capital Assets Investment cleansing senrioes and 
road services receives very little from the funds allocated to basic services infrastructure. It 
might be necessary to cap allocations within the basic services infrastmcture type or any 
other infrastructure type to ensure that funds are allocated in a fair manner to all services 
within an infrastructure type. For example the five main services within the basic senrices 
infrastructure type may be capped as follows: water (25%), sewerage (25%), electricity 
(20%), roads and storm water (20%) and cleansing services (10%). The same prindple 
can be applied to operational infrastructure wrtiere funds can be distributed percentage 
wise between vehicles and equipment, office buildings, office furniture and equipment, 
computer equipment, computer software, tools and equipment and etcetera. 
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8. RECOMMENDATIONS 

It Is recommended to Council that - 

8.1 That Council approves the 2013/2014 draft operating budget expenditure of 
R 1,446,457,240; the 2013/2014 draft operating revenue of R 1,384,993,521 and 
the 2013/2014 grant revenue of R 59,078,070 to be utilised for capital expenditure 
as set out in Table 5 of the MTREF Report. 

8.2 That Council takes note that the operating budget realises a budgeted deficit of 
R 2,385,648 after off-setting depreciation amounting to R 70,256,312 (non-cash 
item) was taken into account. 

8.3 That Council approves the following increases In the revenue streams of property 
rates, fees, charges and tariffs with effect from 1 July 2013 - 

(a) Property rate revenue stream increase of approximately 5.8%; 

(b) Water revenue stream increase of approximately 16%; 

(c) Sewerage / sanitation revenue stream increase of approximately 15% to 
ensure that this economic service’s costs and revenue move towards a break- 
even point; 

(d) Refuse removal revenue stream increase of approximately 7%; 

(e) Electricity revenue stream increase of approximately 7.3%; 

(f) Rental revenue stream increase of approximately 7.5%; and 

(g) Sundry revenue stream increases of 1 0% as set out in Tariff List. 
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8.4 That Council notes that the property rates tariffs will undergo a resta'ucturing 
exercise due to the new general valuation to be implemented as well as the 
categories of properties, category of owners and the exemptions and rebates to be 
applied in terms of the new Draft Property Rates Policy. 

8.5 That Council takes note that the electricity tariffs will also undei^o further 
restructuring especially the time-of-use category of consumers as well as the 
closing of the gap between the pre-paid and conventional households' consumer 
tariffs. The gap will not close completely in 2013/2014 but will be phased in over the 
next two financial years. 

8.6 That Council approves the 2013/2014 draft capital budget expenditure of 
R 187,798,448 as set out in Table 7 of this MTREF Report to be financed through — 

(a) Own revenue surpluses (R 8,792,594); 

(b) Secured grants from national and provincial government and other organs of 
state (R 59,078,070); and 

(c) External loans to be taken up from the Development Bank of South Africa 
and / or other banking institutions (R 1 19,927,784). 

8.7 That the following draft budget related policies of Council be accepted to replace 
existing policies or for introduction as a new policy - 

(a) Property Rates Policy (to replace existing policy); 

(b) Tariff Policy (to replace existing policy); 

(c) Customer Care, Credit Control, Debt Collection and Indigent Support Policy (to 
replace two existing policies); and 

(d) Prioritisation Model for Capital Assets Investment (new policy). 
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8.8 That all other budget related policies as listed in Table 1 of the MTREF Report be 
left unchanged. 

8.9 That the Chief Financial Officer submit to Council with the final budget by the end of 
May 2012 particulars of the municipality’s investments. 

8.10 That Council takes note of the proposed total cost to municipality expenses for the 
salary, allowances and benefits of the Executive Mayor, Speaker, Deputy Executive 
Mayor, Chief Whip, Mayoral Committee members, Chairperson of MPAC, ordinary 
councillors, Municipal Manager, Chief Financial Officer and Executive Managers as 
set out in MTREF Report. 

8.11 That the Municipal Manager compiles the final Service Delivery and Budget 
Implementation Plan with measurable performance objectives for revenue from 
each source and for each vote in the budget to be submitted for approval by the 
Executive Mayor within 28 days after Council has approved the final budget on the 
envisaged date of 22 May 201 3. 

8.12 That Council takes note that Drakenstein Municipality do not have any proposed 
sen/ice delivery agreements, including material amendments to existing senrice 
delivery agreements, with any senrice provider who renders any power or function 
on behalf of Drakenstein Municipality as defined in section 1 of the Municipal 
Systems Act. 

8.13 That the Municipal Manager in terms of legislation invite the local community 
through advertisements in the local press to submit representations in connection 
with the 2013/2014 draft operational and capital budget as required by die MFMA 
and the Municipal Systems Act. 

8.14 That the IDP and budget road show programme be followed in April 2013 as 
approved by Council in the IDP review item. 
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9. APPENDICES 



Appendix 1 : MFMA Budget Circular No 66 dated 1 1 December 2012 
Appendix 2 ; MFMA Budget Circular No 67 dated 1 2 March 201 3 
Appendix 3: Draft Property Rates Policy 
Appendix 4: Draft Tariff Policy 

Appendix 5: Draft Customer Care, Credit Control, Debt Collection and Indigent Support 
Policy 

Appendix 6: Draft Prioritisation Model for Capital Assets Investment 
Appendix 7: 2013/2018 MTREF Operating Budget Annexures 
Appendix 8; 2013/2014 MTREF Capital Budget Annexures 


Appendix 9: 2013/2016 Budget and Reporting Regulations A-Schedules 


10. ANNEXURES 

Annexure A: High level summary of draft operating budget per GFS vote 
Annexure B: High level summary of draft operating budget per directorate vote 
Annexure C; High level summary of draft operating budget per category of revenue and 
expenditure 

Annexure D: High level summary of draft operating budget per category and item of 
revenue and expenditure 

Annexure E: Draft capital programme per directorate, cost centre and capital project 
Annexure F: Draft capital programme per prioritised capital project per infrastructure type, 
directorate and cost centre 
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11. TABLES 

Table 1 : Budget related policies 

Table 2; Budget assumptions: Tariff and bulk purchases increases 
Table 3: 201 3/2014 to 2017/2018 Draft Operating MTREF per GFS vote 

Table 4: 2013/2014 to 2017/2018 Draft Operating MTREF per directorate vote 

Table 5: 2013/2014 to 2017/2018 Draft Operating MTREF per category 

Table 6: 2013/2014 to 2017/201 8 Draft Operating MTREF per category and item 

Table 7: Available funding sources to be used for the Prioritisation Model for capital 

Assets investment 

Table 8: Distribution of available resources (grants excluded) as per the Prioritisation 

Model for Capital Assets Investment 

Table 9: 2013/2014 to 2017/2018 Draft Capital MTREF per GFS vote 

Table 10: 2013/2014 to 2017/2018 Draft Capital MTREF per directorate vote 

Table 11: 2013/2014 to 2017/2018 Draft Capital MTREF per directorate, cost centre 

and capital project 

Table 1 2: 2013/2014 to 201 7/201 8 Draft Capital MTREF per funding source 

Table 1 3: 2013/201 4 to 2017/201 8 Draft Capital MTREF per infrastructure type 

Table 14: 2013/2014 to 2017/2018 Draft Capital MTREF per prioritised capitai project 

per infrastructure type, directorate and cost centre 
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